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MTHONJANENI MUNICIPALITY 

STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2011 



Note 


2010(RESTATED) 


NET ASSETS AND LIABILITIES 


Net assets 

Accumulated surplus 


Non-current liabilities 

Retirement benefits 


Current liabilities 
Consumer deposits 
Creditors 

Unspent conditional grants and receipts 


Tota! Net Assets and LiabUities 


16422 650 


Non-current assets 

Property, plant and equipment 
Intangibie assets 
Investment Properties 


2 509 626 1 


Current assets 

Inventories 

Consumer debtors 

Other debtors 

Current investments 

Cash and Cash Equivalents 

Value Added Taxation 


i40 476473 


16422 850 
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MTHONJANENf MUNICIPALITY 
STATEMENT OF FINANCIAL PERFORMANCE 
FOR THE YEAR ENDED 30 JUNE 201 1 



Note 

2011 

!010(RESTATED) 

REVENUE 


R 

R 

Property rates 

12 

5 695 301 

4 226 043 

Property rates - penalties imposed and coilection charges 


495 113 

277 864 

Service charges 

13 

12 000 170 

10 491 548 

Renta! of facilities and equipment 


395 859 

380 639 

Interest earned 


2 340 828 

2 1 22 527 

Trafficfines 


18690 

16 000 

Licences and permits 



2 241 813 

Government grants and subsidies 

14 

37 987 574 

32 815 457 

Other income 

20 

:A7m5^7 

1 572 980 

Total Revenue 


307 357 

54144 871 

EXPENDITURE 




Employee related costs 

16 

13915560 

10 796 878 

Remuneration of counciilors 

17 

2.346050 

2 273 652 

Collection costs 


8 347 

16 805 

Provision for Bad Debt 

35 

1 794 940 

- 

Depreciation 

7 

2 995 820 

1 968 855 

Repairs and maintenance 


1 628 279 

1 606 010 

Bulk purchases 

18 

8863079 

6 953 961 

Contracted services 


658 374 , 

589 429 

General expenses 

19 

^ 9 481 047 

10 552 482 

Adjustments to provlsions 

35 

236 731 

198 557 

Total Expenditure 


41928 227 

34 956 629 

SURPLUS FOR THE YEAR 


20 379 130 

19 188 242 
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MTHONJANENI MUNICIPALITY 
STATEMENT OF CHANGES IN NET ASSETS 
FOR THE YEAR ENDED 30 JUNE 2011 



Accumulated 

Surolus 

R 

Totai 

R 

Balance at 30 June 2009 

68 001 113 

68 001 113 

2009/2010 



Surpiusfortheyear 

19188 242 

19 188 242 

Balance at 30 June 2010 

87 189 355 

87 189 355 

Balance at 30 June 2010 

87189 355 

87 189 355 

2010/2011 



Surplusfor theyear 

20 379 130 

20 379 1 30 

Balance at 30 June 2011 

107 568 485 

107 568 485 
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MTHONJANEN! MUNICIPALITY 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2011 


Note 

CASH FLOWS FROM OPERATING ACTIVITIES 

Cash receipts from ratepayers, government grants and other 
Cash paid to suppliers and employees 

Cash generated from operations 24 

interest received 

NET CASH FLOWS FROM OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of property, piant and equipment 
Proceeds saie of Assets 

NET CASH FLOWS FROM INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 
Increase/ (Decrease) in consumer deposits 
NET CASH FLOWS FROM FINANCING ACTIVITIES 

NET INCREASE IN CASH AND CASH EQUIVALENTS 

CASH ANO CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 25 


2011 

R 


53,033.152 

39.877,808 

13 155 344 
2 340 828 


15 498172 


(19 863 515) 
278874 


(19 584 641) 


( 52 064) 


( S20S4) 

sbssssb^bsssssss^Sk 

(4140 533) 

38850881 ^ 
34 710148 


2010{RESTATED) 

R 


59 

,210 

,183 

33 

,993 

,643 

25 

216 

540 

2 

122 

527 

27 

339 

067 


( 14 275 077) 


(14 275 077) 


37 549 
37 549 

13 101 539 
25 749 142 
38 850 681 
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Accountinq PoHcies 


The principal accounting policies adopted in the preparation of these financial statements are set out below ; 

1.1 BASIS OF PREPARATION 

The annuai financiai statements have been prepared in accordance with the Standards of Generally 
Recognised Accounting Practices (GRAP) issued by the Accounting Standards Board in accordance with 
Section 122(3) of the Municipal Finance Management Act, (ActNo 56 of 2003). 

Accounting policies for materia! transactions, evente or conditions not covered by the above GRAP 
Standards have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3. These accounting 
policies and the appiicable disclosures have been based on the Soufii African Statements of Generally 
Accepted Accounting Practices (SA GAAP) including any interpretations of such Statements issued by the 
Accounting Practices Board. 

The Accounting Standards Board has set fiansitionat provisions for individual standards of GRAP as set out 
in Directive 4 issued in March 2009. Details of the bBnsitional provisions appiicable to the municipallty have 
been provided in the notes to the annual financial statements. 

1.2 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET 
EFFECTIVE 


The following GRAP standards have been issued but are not yet effective and have not been early adopted 
by the municipality. Application of all of the GRAP standards noted below will be effective from a date to be 
announced by the Minister of Finance. This date is not currently available. 

• GRAP 18 Segment Reporting - issued March 2005 

• GRAP 23 Revenue from Non-Exchange Transactions (Taxes and Transfers) - issued February 2008 

• GRAP 24 Presentation of Budget Information in Financial Statements - issued November 2007 

• GRAP 1 03 Heritage Assets - Issued July 2008 

The following standards, amendments to standards and interpretations have been issued but are not yet 
effective and have not been early adopted by the municipality: 

• lAS 19 Employee Benefits - effective 1 January 2009 

• IFRIC 1 7 Distribution of Non-cash Assets to Owners - effective 1 July 2009 

• lAS 39 Financiai Instruments; Recognltion and Measurement - portions of standard effective 1 July 
2009 

Management has considered all of the above-mentioned GRAP standards issued but not yet effective and 
anticipates that the adoption of these standards will not have a significant impact on the financial posltlon, 
financiai performance or cash flows of ffie municipality. 

A summary of the signiflcant accounting policies, which have been consistently applied except where a 
transitiona! provision has been granted are disclosed below in notes 1.3 to 1.17. 

1.3 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rands. 

1.4 GOINGCONCERNASSUMPTION 

These annuai financial statements have been prepared on a going concem basis. 
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1 .5 PROPERTY, PLANT AND EQUIPMENT 


Property, plant and equipment ts stated at cost or fair value less accumulated depreciation. Heritage assets, 
which are cuiturally significant resources and which are shown at cost. are not depreciated owing to the 
uncertainty regarding their estimated useful llves. Similarly, land is not depreciated as it is deemed to have 
an indefinite life. 


The cost of an item of property, plant and equipment comprises purchase price, import duties, non- 
refundable purchase taxes and directly attributable coste of bringing the asset to working condition for its 
intended use, such as site preparation, inltial delivery, handling, installation and professiona! fees. Where 
items of property, plant and equipment have been impaired, the carrying value is adjusted by the impairment 
ioss, which is recognised as an expense in the period that the impairment is identlfied. 

The cost of an item of property, plant and equipment acquired in exdiange for a non-monetary asset or 
monetary assets or a combination of monetary and non-monetary assets is measured at its fair value. if the 
acquired item cannot be measured at its fair value, its cost is measured at the carrying amount of the asset 
given up. 

Items of property, plant and equipment which are acquired for no cost or for a nominal cost are recognised 
at theirfair values. 


Subsequent expenditure is capitalised when the recognition and measurement criteria of an asset are met. 

The cost or fair value of property, plant and equipment is depreciated using the straight line method over the 
period of the estimated useful lives of the assets. Depreciation on new acquisltions is charged to the 
Statement of Financial Performance in the financial year that economic benefits accrue to Council. 

The annual depreciation rates are based on ihe following estimated asset lives;- 


DETAILS 

YEARS 

DETAILS 

YEARS 

Infrastructure 


Other 


Biological assets 

15-30 

Machinery and equipment 

4-16 

Cemeteries 

15-20 

Non-residential dwellings 

15-30 

Computer equipment 

5 

Roads 

10-50 

Dweliings - 

30 

Waste disposal 

50 

Electricity infrastructure & 


Transport Assets 

7-10 

equipment 

5-50 



Furniture & office 


Water assets 

50 

equipment 

5-10 




The estimated usefui lives and residual values of property, plant and equipment are periodically reviewed 
and adjusted where necessary. 

The gain or loss arising on the disposal or retirement of an item of property, piant and equipment is 
determined as the difference between the sales proceeds and the carrying value and is recognised in the 
Statement of Financial Performance. 

Where the carrying amount of an Item of property, plant and equipment is greater than the estimated 
recoverable amount, it is written down immediately to its recoverable amount and an impairment loss is 
charged to the Statement of Financial Perfonnance. 

Mthonjaneni Municipality has taken advantage of the transitional provisions permitted by the Accounting 
Standards Board, in terms of Directive 4 issued in March 2009, with respect to the measurement of property 
piant and equipment as set out in paragraphs 73 to 83. 

1.6 LEASES 

Payments made under lease agreemente are expensed and charged to the Statement of Financial 
Performance on a straight iine basis over fiie period of the lease. These agreements do not transfer risk and 
rewards associated with ownership of an asset to the Municipality. 

Mthonjaneni Municipality has taken advantage of ttie transitional provisions permitted by the Accounting 
Standards Board, in terms of Directive 4 issued In March 2009, witti respect to the measurement of leases 
as set out in paragraphs 55 to 60. 
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1.7 INVENTORIES 

Inventories comprising consumabie stores are valued at ttie tower of average cost, determined on the first in 
first out method, and net realisable vaiue. 

Redundant and slow-moving inventories are idenWied and written down from cost to net reaiisabie value with 
regard to their estimated economic or realisable values. The amount of any write-down of inventories to net 
realisable value and ali losses of inventories are recognised as an expense in the period the write-down or 
loss occurs, The amount of any reversal of any write-down of inventories, arising from an increase in net 
realisable value, are recognised as a reduction in tt)e amount of inventories recognised as an expense in the 
period in which the reversal occurs. 

Mthonjaneni Municipality has taken advantage of the transilional provisions permitted by the Accounting 
Standards Board, in terms of Directive 4 issued in March 2009, with respect to the measurement of 
inventories as set out in paragraphs 45 to 52. 

1.8 FINANCiAL INSTRUMENTS 

Financial instruments are initially measured at fair value. The subsequent measurement of financial 
instruments is dealt with beiow and in the absence of an approved GRAP Standard, Is in accordance with 
lAS 39. 

1.8.1 INVESTMENTS 

Financial instruments, which comprise fixed deposits and short-term deposits invested in registered 
commercial banks are slated in the annual financial stalements at the tower of cost or fair value. No 
impaiiments are required as the cost values equate to their cash values. 

1.8.2 CONSUMER AND OTHER RECEIVABLES 


Consumer and other receivables are categorised as linancial assets: loans and receivables and are initially 
recognlsed at fair value and subsequentiy carried at amortised cost Amortised cost refers to the initia) 
carrying amount, plus interest, tess repayments and impalrments. An estimate is made for doubtful 
recetvables based on a review of all outstanding amounts at year-end. Impairments are determined by 
dtscounting expected future cash flows to their present value. Amounts that are receivable within 1 2 months 
from the reporting date are classified as current. 

Bad debts are written off during the year in which they are identified. 

An impairment or bad debt loss is recognised when it is probabie that the Municipality wil! not be able to 
collect ail amounts due (principal and interest) according to the contractual terms of the accounts receivable. 
The assessment of objective indicators of impairment for accounts receivable is carried out at each balance 
sheet date. 

1 .8.3 CASH AND CASH EQUIVALENTS 


Cash includes cash on hand and cash with banks. Cash equivalents are short-term highly liquid 
investments that are held with registered banking institotions with matorihes of twelve months or less and are 
subject to an insignificant risk of change in value. 

For the purposes of the cash flow statement, cash and cash equivatents comprise cash on hand, deposits 
held on call with banks and investments in financial instruments. net of bank overdrafts, The municipality 
categorises cash and cash equivalents as financial assets: ioans and receivables. 


Bank overdrafts are recorded at the current vaiue of the utilisation of approved facilities from the 
Municipaiity's bankers. Finance charges on bank overdrafts are ejqiensed as incurred. Amounts owing in 
respect of bank overdrafts are categorised as financial liabilities: other Rnancial liabilities carried at 
amortised cosl 
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1.8.4 


FINANCIAL LIABILITIES: ACCOUNTS PAYABLE 


After initial recognition, financial liabilities are subsequently measured at amortised cost using the effective 
interest rate method. Amortised cost is calculated by taking into account any discounts or premiums on 
settlement- Gains and tosses are recognised in net income or loss when liabiiities are impaired as wei! as 
through the amortisation process. 

Accounts payable are stated in the annual financial statements at the amounts due to trade and other 
creditors for goods or services received. The liabllities are generally settied within a period of 30 days, 
accordingiy impairments, if any, are considered to be immaterial. 

1.9 REVENUE RECOGNITION 

1.9.1 Revenue from Exchange Transactions 

Service charges relating to electricity are based on consumption by consumers as is recorded on each 
consumer's meter. Meters are read each month and revenue Is recognised in the period that invoices are 
raised. Provisional estimates of consumption are made In periods when meter readings have not been abie 
to be made. The revenue from provisional estimates of consumption is recognised as revenue when 
invoiced, Adjustments to provisionai estimates of consumption are made in the invoicing period in which 
meters have been read, These adjustments are recognised as revenue in the invoicing period. Revenue 
from the saie of eiectricity prepaid meter cards are recognised in the pehod in which cash is received. 

Service charges reiating to refuse removal are raised and recognised on a monthly basis in arrears by 
applying the approved tariff to each property that has improvements, the category of property usage and the 
number of refuse containers on each property regardless of whether or not containers are emptied during 
the month. 

Interest is recognised on a time proportion basis. 

Revenue from the rentai of faciiities and equipment is recognised on a straight-iine basis over the term of the 
lease agreement. 

Revenue arising from the appiication of the approved tariff of charges is recognised when the reievant 
servlce is rendered and the fee has been charged or licences and permits have been issued, 

Revenue for agency services is recognised on a monthly basis once the revenue collected on behalf of 
agents has been quantified and once the terms of the agency agreement have been complied with. 

Revenue from the sale of goods is recognised when the risk is passed to the consumer. 

Revenue from public contributions is recognlsed when all conditions associated with the contribution have 
been met or where the contribution is to finance property, plant and equipment, when such items of property, 
plant and equipment is brought into use. Where public contributions have been received but the municipality 
has not met the conditions, a liabllity is recognlsed. 

1.9.2 Revenue from non’Oxchange transactions 


Revenue from assessment rates is recognised when the legal entitlement to this revenue arises. Penalty 
interest is raised on unpaid rates after the due date for payment and is recognised on a time proportion 
basis. 

Revenue from the collection of spot fines and summonses is recognised when payment is received. 

Donations are recognised when cash is received orwhen property, plant and equipment are brought into 
use, 

Contributed property, plant and equipment is recognised when such items of property, piant and equipment 
are brought into use. 


Revenue from the recovery of unauthorised, irregular, frutUess and wasteful expenditure is based on 
legislated procedures, inciuding those set out in the Municipal Finance Management Act (Act No.56 of 2003) 
and is recognised when the recovery fiiereof from the responsible councillors or officiais is virtually certain. 
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1.10 


CONDITfONAL GRANTS AND RECEIPTS 


Revenue received from conditional grants, donations and funding are recognised as revenue to the extent 
that the Municipality has compiied with any of the criteria, condltions or obtigations embodied in the 
agreement. A liability is recognised to the extent that ttie criteria, conditions or obligations have not been 
met. 

1.11 PROVISIONS 

Provisions are recognised when the Municipality has a present or constructive obligation as a result of past 
events, it is probable that an outflow of resources embodying economic benefits will be required to settie the 
obligation and a reliable estimate of the provision can be made. Provisions are reviewed at reporting date 
and adjusted to refiect the current best estimate. 

1.12 RETIREMENT BENEFITS 

The Municipaiity operates various pension schemes. These schemes are funded through trustee 
administered funds. The Municipality has both defined benefil and defined contribution plans. A defined 
contribution plan is a pension plan under which the municipality pays fixed contributions into a separate 
entity. The Municipality has no legal or construcbve obligations to pay furtfier contributions. 

Contributions are recognised as an expense in the Statement of Financial Performance in the year in which 
they become payable. 

The iiability recognised in the atatement of financiai position is in respect of defined benefit plan for post 
employment health care benefits. The fund ts actuarially valued each year using the discounted cash fiow 
method. Any deficits identified by the actuary are recovered from the munlcipality in the form of surcharges 
added to the contributions which are recognised as an expense in the Statement of Financial Performance in 
the year that they become payable. 

1.13 DEPOSITS 


Deposits received from consumers are based on a set tariff for conventionai electricity meters. The deposit 
for domestic and business customers using conventional electricity meters may be increased based on 
consumption. tn the event of a disconnection of service for non payment, the value of the deposit is reviewed 
and adjusted in terms of the Council's consumer deposlts policy. No interest is paid on deposits held, 

1.14 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure tiiat has not been budgeted, expenditure that is not in terms of the 
conditions of an allocation received from another sphere of government. municipality or organ of state and 
expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management Act 
(Act No.56 of 2003). Unauthorised expenditure Is accounted for as an expense in the Statement of Financial 
Perfonmance and where recovered, it is subsequently accounted for as revenue in the Statement of 
Financial Performance. 

1.15 IRREGULAR EXPENDITURE 

Irreguiar expenditure is expenditure ttiat is contrary to the Municipal Finance Management Act (Act No.56 of 
2003), the Municipa! Systems Act (Act No.32 of 2000). the Public Office Bearer's Act (Act No. 20 of 1998) or 
is in contravention of the Municipaiity’s supply chain management policy. irregular expenditure excludes 
unauthorised expenditure. trregular expenditure is accounted for as expenditure in the Statement of 
Financial Performance and where recovered, it is subsequently accounted for as revenue in the Statement 
of Financial Performance. 

1 .1 6 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wastefu! expenditure is expenditure that was made in vain and would have been avoided had 
reasonabie care been exercised. FruiUess and wasteful expenditure is accounted for as expenditure in the 
Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in 
the Statement of Financial Performance. 
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1 .1 7 TRANSITIONAL PROVISIONS 


Mthonjaneni Municipality has taken advantage of the transitional provisions permitted by the Accounting 
Standards Board, as set out in Directive 4 issued in March 2009 as follows; 

• GRAP 1 Presentation of Financial Statements - paragraphs 7-8A 

• GRAP 9 Revenue from Exchange Transactions - paragraphs 37-38 

• GRAP 1 2 Inventories - paragraphs 45-52 

• GRAP 13 Leases - paragraphs 55-60 

• GRAP 1 6 Investment Properties - paragraphs 63-70 

« GRAP 1 7 Property, Plant and Equipment - paragraphs 73-83 

• GRAP 19 Provisions, Contingent Liabilities and Contingent Assets - paragraphs 93-94E 

• GRAP 1 00 Non-current assets held for sale and discontinued operations - paragraphs 97-98 

• GRAP 102 Intangible Assets-paragraphs 110-118 

• lAS 19 Retirement benefits - paragraph 155(b). 


1.18 INTANGIBLE ASSETS 

1.18.1 Initiai recognition 

An intangible asset is an identifiable non-monetary asset without physical substance. Examples include computer 
software, licences and deveiopment costs. The municipality recognises an intangible asset in its Statement of 
Financial Position only when it is probable that the expected future economic benefits or service potential that are 
attributable to the asset will flow to the municipality and the cost or fair value of the asset can be measured 
reliably. 

internally generated intangible assets are subject to strict recognition criteria before they are capitalised. Research 
expenditure is never capitalised, while development expenditure is only capitalised to the extent that: 

- the municipality intends to complete the intangibie asset for use or sale; 

- it is technicaily feasible to complete the intangible asset; 

- the municipality has the resources to complete the project; and 

- it is probable that the municipality will receive future economic benefits or service potential. 
Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipallty for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 

Where an intangibie assets acquired in exchange for a non-monetary asset or monetary assets, or a combination 
of monetary and non-monetary assets, the asset acquired is initiatly measured at fair vaiue (the cost). if the acquired 
item's fair vaiue was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 

1.18.2 Subsequent measurement • cost modei 

Intangibie assets are subsequently carried at cost less accumulated amortisation and impairments. The cost of 
an intangible asset is amortised over the useful life where that useful iife is finite. Where the useful life is indefinite, 
the asset is not amortised but is subject to an annual impairment test. 

1.18.3 Amortisation and impairment 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated usefui lives 
using the straight line method. The annual amortisation rates are based on the foilowing estimated average asset 
lives; 

Computer software 1 0 years 

The amortisation period and amortisation method for an intangible asset with a finite useful life are reviewed at 
each reporting date and any changes are recognised as a change in accounting estimate in the Statement of 
Financial Performance. 

The municipality tests intangible assets wite finite useful Itves for impairment where there is an indication that an 
asset may be impaired. An assessment of wheflier there is an indication of possible impairment is done at each 
reporting date. Where the carrying amount of an item of an intangible asset is greater than the estimated 
recoverable amount (or recoverable service amount), it is written down immediately to its recoverable amount (or 
recoverable service amount) and an impairment loss is charged to the Statement of Financial Performance. 

1.18.4 DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits 
or service potential expected from the use of tiie asset The gain or ioss arising on the disposa! or retirement of an 
intangible asset is deteimined as the dtfference between the sales proceeds and the carrying value and is 
recognised in the Statement of Financial Performance. 
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1.19 INVESTMENT PROPERTY 


1.19.1 Initial recognition 

Investment property indudes property (land or a building, or part of a buiiding, or both land or buildings heid 
under a finance lease) held to earn rentals and/or for capitel appreciation, rather than held to meet servlce 
delivery objectives, the production or supply of goods or services, or tiie sale of an asset in the ordinary course of 
operations. 

At initial recognltion, the municipatity measures investment property at cost including transaction costs once it 
meets the definition of investment property. However, where an investment property was acquired through a non- 
exchange transaction (i.e. where it acquired the investment property for no or a nomina! value), its cost is its fair 
vaiue as at the date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 

1 .1 9.2 Subsequent measurement - Cost less accumulated depreciation 

Investment property is measured using the cost less accululated depreciation model. After recognition as an asset, 
an item of investment properties shall be carried at its cost tess any accumulated depreciation and any 
accumulated jmpairment losses. 
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MTHONJANEN! MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 201 1 


2011 2010 

R R 


RETIREMENT BENEFITS 

2.1. Post-emptoyment medical benefits 

The municipality operates on an accredited medical aid scheme, 
nameiy KeyHealth Medicai Scheme 

Pensioners continue on the option they belonged to on the day of their 
retirement. The independent valuers, Alexander Forbes Health (Pty) 
Ltd, carried out a actuary valuation as at 30 June 2011. 

The principal actuaria! assumptions used were as follows; 


Discount rate per annum 

8.75% 

9.25% 

Health care cost inflation rate 

7.75% 

7.75% 

Benchmark inflation (equai to salary inflation) 

6.75% 

7,00% 

Average retirement age 

65 

65 

Proportion of retired members who are married 

0.00% 

50.00% 

Active members 

8 

2 

Mortality during employment 

SA 85- 90 ultimate 

PA 90 uitimate 

Mortality post-retirement 

(No explicit assumption was made about additional mortality or health 
care costs due to AIDS.) 

PA 90 ultimate 

PA 90 ultimate 

The amounts recognised in the Statement of Financial Posltion 

were determtned as being the present value of the obiigatlon; 

1 181 667 

537 738 

Movement in the defined benefit obligation is as foltows: 

Balance at beginning of the year 

537 738 

526,417 

Current service cost 

. 

. 

Interest cost 

47 809 

48 266 

Benefit payments 

( 39 605) 

( 36 715) 

Actuahal (gains)/iosses 

635 725 

( 230) 

Recognltion of previously unrecognised defined benefit liability 

- 

- 

Baiance at end of year 

1 181 667 

537,738 


The amounts recognised in the Statement of Financial 
Performance were as foilows: 

Current service cost 

Interest cost 47.809 48,266 

Benefit payments (39,605) (36,715) 

Actuarial (gains)/losses 635,725 (230) 

Total, inciuded in employee benefits expense (Note 16) 643 929 11,321 
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MTHONJANENi MUNICIPALITY 

NQTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2011 


2011 2010 

R R 


2. RETIREMENT BENEFITS (Continued) 

2.2. Long service awards liability 

The municipatity has an obiigation with respect to their empfoyees in 
recognition of long pehods of servtce. 

Employees receive additional leave in respect of long service awards. 
The independent valuers, Alexander Forbes Financia! Services (Pty) 
Ltd, carried out a actuary valuation as at 30 June 2011. 

The principal actuariai assumptions used were as foliows: 


Discount rate per annum 
Inftation Rate 
Saiary increase Rate 

Benchmark inflation {equal to saiary inflation) 

Average retirement age 

Average future working lifetime of active members 
Active members 
Pre-retirement mortality rate 

(No explicit assumption was made about additionai morlality or health 
care costs due to AIDS.) 

Percentage of in-service members withdrawing before retirement: 

Age 20-24 
Age 25-29 
Age 30-34 
Age 35-39 
Age 40+ 

The amounts recognised in the Statement of Financial Position 
were determined as being the present vatue of the obligation: 

Movement in the defined benefit obligation is as follows: 

Balance at beginning of the year 
Current service cost 
interest cost 
Benefit payments 
Actuarial (gains)/!osses 

Recognition of previously unrecognised defined benefit liability 
Balance at end of year 


8.75% 

9.25% 

7.75% 

7.75% 

6.75% 

6,75% 

0.00% 

0.00% 

65 

65 

15.85 years 

16.70 years 

88 

99 

SA 85 - 90 Ultimate 

SA 85 - 90 Ultimate 


15% 

15% 

10% 

10% 

7% 

7% 

4% 

4% 

2% 

2% 

793 000 

686 000 


686 000 

521,000 

114 000 

106 000 

74 000 

60 000 

( 81 000) 

( 1 000) 

793 000 

686,000 


The amounts recognised in the Statement of Financial 
Performance were as follows: 


Current service cost 

114 000 

106 000 

Interest cost 

74 000 

60 000 

Benefit payments 

- 

- 

Actuarial {gains)/losses 

( 81 000) 

( 1 000) 

Total, included in employee benefits expense (Note 16) 

107 000 

165,000 
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MTHONJANENl MUNICIPALITY 

NQTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2011 


2011 2010 

R R 


RETIREMENT BENEFITS (Contlnued) 

2.3. Other retirement benefit obiigations 

Certain members and Counci! contribute to the Natal Joint 
Supperannuation, Retirement and Provident Funds (NJMPF). 
Empioyees of Mthonjaneni Municipality made up less tfian 1% of the 
total members of the NJMPF. Mthonjaneni's liability in these funds 
could not be determined owing mainly to the assets not being allocated 
to each employer and one set of financials being compiled for each 
fund and not for each employer 

The latest interim valuation of the NJMP Retirement Fund (defined 
benefit) as at 31 March 2011 revealed that the fund was in a sound 
financiai position 

The latest interim valuation of the NJMP Provident Fund (defined 
contribution) as at 31 March 2011 revealed that the fund was in a 
sound financial position 

The latest interim vaiuation of the NJMP Superannuation Fund 
(defined benefit) as at 31 March 201 1 revealed that the fund was in a 
sound financial position 

Council aiso contributes to the Municipal Councillors Pension Fund 
(defined contribution). Mthonjaneni's liabillty in this fund could not be 
determined owing mainly to the assets not being allocated to each 
employer and one set of financials being compiled for the fund and not 
for each empioyer 


Total retirement benefits 1 974 667 1 223 738 

3. CONSUMER DEPOSITS 

Electricity 377 641 443 051 

Other 112 700 99 354 

490 341 542 405 

4. CREDITORS 

Trade creditors 1 351 594 2 953 633 

Debtors prepayments 123 691 148 548 

Other creditors 233 341 68 319 

Leave pay provision 413 340 270 964 


Tota! Creditors 


2 121 966 


3 441 464 




MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2011 


2011 2010 

R R 


5. UNSPENT CONDITIONAL GRANTS AND RECEIPTS 


EQUITABLE SHARE 

FMG 

MSIG 

M!G 

ELECTRiFICATION 

LUMS 

MDPCB 

DISCB 

MAP 

MtlP 

REDS 

ALOE PRODUCTION 

LIBRARY 

SPORT 

CAPACITY 

CLINIC 

Total unspent condltional grants and receipts 

See Note 15 for reconciiiation of grants from other 
government. These amounts are invested until utilized. 

6. VALUE ADDED TAXATION 

VAT is payable on the accrual basis. 


- 


- 

15 334 


568 240 

130 227 


611 770 

1 665 560 


1 681 608 

1 514 292 


7 870 584 

- 


70 998 

- 


1 1 1 522 

258 409 


298157 

50 979 


248 194 

26 217 


26 217 

11 886 


17 301 

35 339 


35 339 

38 008 


35 306 

481 514 


679 678 

39 626 


214 249 

- 


- 


4 267 391 12 469163 


spheres of 


921 615 2 680 398 
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7.1 PROPERTY, PLANT & EQUIPMENT 
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MTHONJANENI MUNICIPAUTY 

NOTES TO THE ANNUAL FINANCfAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2011 


INTANGIBLE ASSETS 


SOJune 2011 



Software 

Tota! 

Carrying values as at 1 July 2010 

2 670 

2 670 

Cost 

3 030 


3 030 

Accumulated Amortisation 

( 360 ) 


( 360 ) 

Write-off of intangibie assets 

. 


Cost 

- 


_ 

Accumulated Amortisation 

- 


- 

Additions 

53 115 

53 115 

Amortisation 

( 3 007 ) 

(3 007) 

Carrying value closing balance as at 



30 June 2011 

52 778 

52 778 

Cost 

56 145 


56 145 

Accumulated Amortisation 

( 3 367 ) 


{ 3 367 ) 


30 June 2010 



Software 

Total 

Carrying values as at 1 July 2009 

. 


Cost 

. 



Accumulated Amortisation 

- 



Write-off of intangible assets 



Cost 

- 


- 

Accumulated Amortisation 




Additions 

3 030 

3 030 

Amortisation 

( 360 ) 

( 360) 

Carrying value closing balance as at 



SOJune 2010 

2 670 

2 670 

Cost 

3 030 


3 030 

Accumulated Amortisation 

( 360 ) 


(■ 360 ) 
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MTHONJANENI MUNICIPALITY 

N0TES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 201 1 

2011 2010 

R R 


8. INVENTORIES 

Consumable stores 
Total Inventories 


274 477 324 016 


274 477 324 016 


Periodlcally, physical stock counts are carried out and any obsolete 
and redundant items are identified and written off under Coundl 
authority. 

The Municipality has taken advantage of the transitional provisions 
permitted by the Accounting Standards Board, In terms of Directive 4 
issued in March 2009. with respect to the measurement of jnventories 
as set out in paragraphs 45 to 52. 

9.1 CONSUMER DEBTORS 


Rates 

4 217 708 

2 394 340 

Electricity & Refuse 

1 693 272 

1 111 379 

Total service debtors 

5 910 980 

3 505 719 

Less provision for bad debts 

35 ( 2 208 620) 

( 413 580) 

Totai 

3 702 460 

3 092 139 

Rates ; Aaeina 

Current (0 - 30 days) 

100 

82 

31 - 60 Days 

10 071 

73 

61-90 Days 

217 570 

10 

91 - 120 Days 

205 384 

77 297 

Greaterthan 120 days 

3 784 583 

2 316 878 

Total 

4 217 708 

2 394 340 

Electricitv/Refuse : Aaeina 

Current (0 - 30 days) 

969 619 

1 126 

31-60 Days 

307 405 

764 985 

61-90 Days 

24 438 

23 720 

91 - 120 Days 

12 970 

16 429 

Greaterthan 120 days 

378 840 

305119 

Total 

1 693 272 

1 111 379 

OTHER DEBTORS 

Accrued Interest 

651,545 

94,810 

Clinic Ciaims and other 

216,228 

347,008 


867 773 

441 818 
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MTHONJANENI MUNICiPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2011 


2011 2010 

R R 


CURRENT INVESTMENTS 


Fixed deposits & Call Accounts 30 040000 30 040 000 


ACCOUNT DESCRIPTION - Invfisfments fMFMA reauimmtnifi 

30 040 000 

30 040 000 

Investment Current Account 

Absa Bank Limited - La Lucia Branch 

Account Number 2061844976 : Fixed Deposit 

Bank statement baiance at fbe beginning of the year 


5 500 000 

Bank statement balance at the end of fhe year 

- 


Investment Current Account 

Absa Bank Limited ■ La Lucia Branch 

Account Number 2067710757 : Fixed Deposit 

Bank statement balance at the ɓeginning of the year 


4 000 000 

Bank statemenf balance at the end of the year 

- 


Investment Cuirent Account 

Absa Bank Limited ■ La Lucie Branch 

Account Number 2067533846 : Fixed Deposit 

Bank statement balance at the beginning of the year 


10 000 000 

Bank atatement balance at the end of the year 

• 


Investment Current Account 

Absa Bank Llmited - La Lucia Branch 

Account Number 2069682263 : Fixed Deposit 

Bank statement balance at Vie beginning of the year 

10 000 000 


Bank statement balance at the end of the year 


10 000 000 

Investment Cuirent Account 

Absa Bank Limltad - La Lucla Branch 

Account Numbar 2070906018 : Fixad Deposit 

Bank slatement balance at the beginoing of the year 



Bank statement balance at tha end of the yaar 

9 000 000 

• 

Investment Current Account 

Flrst Nationai Bank Limited - Meimoth Branch 

AccountNumbar 62051262146 : CallAccount 

Bank statement baiance atthe beginning of the year 

500 000 

500 000 

Bankstetement balance atthe end oftfie year 

500 000 

500 000 

investment Current Account 

Flrst National Bank Llmited - Melmoth Branch 

Account Number 74313129386 : Flxed Deposit 

Bank statement balance at the beginning of the year 



Bank statement balance at the end of the year 

9 000 000 

- 

Investment Current Account 

First National Bank Limited ~ Melmoth Branch 

Account Number 71245040078 : Fixed Deposit Account 

Bank sfatement balance at the beginning of tee year 

1 540 000 

1 540 000 

Bank statement balance attee end of the year 

1 540 000 

1 540 000 

Investment Current Account 

Nedbank Bank Limited - Richards Bay Branch 

Account Number 03/7881083174 : Fixed Deposit Account 

Bank statement balance at the beginning of the year 



Bank statement baiance at the end of the year 

10 000 000 

- 

Investment Cuirent Account 

Investec Private Bank - Durban Branch 

Account Number 1 100435097 : Ftxed Deposlt Account 

Sank statement balance at the beginning of the year 

18 000 000 

3 000 000 

Bank stafement balance atthe end ofthe year 

- 

18 000 000 

TOTAL CURRENT INVESTMENTS 

30 040 000 

30 040 000 
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MTHONJANENi MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FORTHE YEAR ENDED 30 JUNE 2011 


2011 2010 

R R 


11. CASHANDCASHEQUIVALENTS 

The Municipality has the following tnain bank accounts; 
ACCOUNT DESCRIPTION 


Primary Bank Account 

First National Bank Account - Melmoth Branch 
Account Number 549800061 1 7 ; Cheque Account 


Cash book balance atthe ɓeginning ofthe year 

8 809 960 

1 208 421 

Cash faook balance at the end of the year 

4 669 427 

8 809 960 

Bank statement balance at the beginning of fhe year 

9 600 599 

2655115 

Bank statement balance at the end of the year 

5 227 887 

9 600 S99 

Petty cash and cash on hand 

721 

721 

TOTAL CASH AND CASH EQUIVALENTS 

4670 148 

8 810 681 


12. PROPERTY RATES 


Prooertv Valuaiions 


Valuation date 

Valuation date 


July 2010 

July200g 

Residential 

126 026 800 

121 465 000 

Commerciai 

95 125 600 

94 212 500 

State 

77 760 900 

77 760 900 

Munlclpai 

14 724 000 

14 724 000 

Agricuiture properties used fbr agricultural purposes 

103 094 600 

102 852 100 

Other Properties 

10 515 500 

10 865 500 

Public Service Infrastructure 

1 066 218 300 

- 

Total Property Valuations 

1493465 700 

421 880 000 

The last genera! valuatlon came Into effect on; 

Property rates levied in terms of the Local Govemment Municipal 

Property Rates Act No, 6 of 2004 with effect from 01/07/2007 

Interim valuatlons are processed on an annoal basis lo take into accoum 
changes In Indlvldual land values due to consofidaiions and subdivisions 

2007/07/01 

2007/07/01 

Assessment rates: Cents in the rand on marttet valuatton as foHows: 

All property other than agrlcultural properties and PSI 

1.643C/R 

1,56cff^ 

Agricultural pmpefties and Publlc Service Infrastructure 

0.4107C/R 

0.39C/R 

Rates Levied 

9 948 795 

5184 211 

Rebates: 

Resldentlal 

( 305 105) 

( 287 758) 

Commercial 

( 540 672) 

( 496 796) 

State 

( 219636) 

( 360 824) 

Municlpal 

( 241 915) 

( 226 222) 

Agriculture properties used foragricultural purposes 


{ 97 697) 

Other Properties 

{ 142914) 

{ 112563) 

Pubiic Service Infrastructure 

Supplementary Valuation RoM 

{ 2 846 803) 

- 

Rates 

60 929 

3 429 326 

Rebates 

{ 17 378) 

{ 2 803 634) 

Total 

5 695 301 

4 226 043 

Per statement offinancial performance : 

- Income 

10 009 724 

8613537 

- Expenditure 

(4 314 423) 

f 4 387 494) 


5 695 301 

4 226 043 


Rates are levied as follows {in terms of Secton 26 of the Municpal 
Property Rates ActNo. 6 of2004) forOie 2010financialyear. 

On a monthiy basis, and the final dates of payment betng the last woildng 
day of the month from August to May. 

Rebates In terms of the above aclwere also implemented 
Interest is levied al 18% perannum on outstanding rates. 
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MTHONJANENI MUNlCiPALiTY 
NOTES TO THE ANNUAL FiNANCiAL STATEMENTS 
'FOR THE YEAR ENDED 30 JUNE 2011 


2011 2010 

R R 


13. SERViCECHARGES 


Saie of electricity 

11 022 743 

9 557 768 

Refuse removal 

977 427 

933 780 

Tofal Service Charges 

12 000 170 

10 491 548 

GOVERNMENT GRANTS AND SUBSiDfES 

EQUITABLE SHARE 

18 192 808 

14 800 677 

FMG 

1 752 906 

876 800 

MSIG 

1 231 543 

1879 910 

MiG 

8 680 048 

5 724 457 

ELECTRIFICATION 

6 356 292 

6 989 416 

LUMS 

70 998 


MDPCB 

111 522 

34 278 

DISCB 

39 748 

49 973 

VALUATIONS 

- 

65 567 

VALUATIONS 

- 

238 932 

MAP 

197 215 

337 338 

MIIP 



REDS 

5415 

. 

INTERNAL CONTROL 

. 

133 726 

HOUSING PLAN 


3 258 

ALOE PRODUCTION 

. 

74 000 

LIBRARY 

93298 

86 989 

SPORT 

198164 

608 822 

CAPACITY 

174 623 

133 251 

TOURISM 

. 

16 134 

CLiNIC 

882 994 

761 929 

Totat Govemment Grant and Subsidies 

37 987 574 

32 815 457 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2011 


15 . 


15.1 


15.2 


15.3 


1S.4 


15.5 


15.6 


15.7 


2011 2010 

R R 


RECONCILIATION OF GOVERNMENT GRANTS AND SUBSIDES 
EQUITABLE SHARE 


Balance unspentatbeginning ofyear 

Current year receipts 18192 808 14 800 677 

Conditions met-transferredto revenue (18192808) (14800677) 


Conditons sWII to be met 

- 

■ 

In terms of Uie Constitution. this grant is used to subsktise tie r»tivi^n 
of basic services to community members. This represents Naficmal 
Govemmenf's contribution to Councn's operational costs. No funds were 
withheld- 



FMG 



Balance unspent at beginning of year 

568 240 

695 040 

Current year receipts 

1 200 000 

750 000 

Conditions met - transferred to revenue 

( 1 752 906) 

( 876 800) 

Conditions still to be met-transferred to iiabilities (see note 5) 

16 334 

568 240 

This grant is used to fund fhe costs of the financial intems together vwth 
fhe training and capacity buiiding of ftnancial staff, and intemal audft- No 
funds were withhekJ. 



MSIG 



Balance unspent at beginnlng of year 

61 1 770 

1 756 680 

Current year recelpts 

750 000 

735 000 

Conditlons met - bansferred to revenue 

( 1 231 543) 

(1 879 910) 

Conditions stlll to be met-transferred to iiabilities (see note 5} 

130 227 

611 770 

This grant was used to fund the improvement of financiai systems. the 
vatuation roll, and also communlty communications. No funds were 
wlthheld. 



MIG 



Baiance unspent at beglnning of year 

1 681 608 

309 065 

Cuirentyearreceipts 

8 664 000 

7 097 000 

Condltlons met • transferred to revenue 

(8 680 048) 

(5 724 467) 

CondlUons stlll to be met-transferred to liabiiities (see noto 5) 

1665 560 

1 681 608 

This fund Is uaed to fund capltal infrastructure expenditure primanly 
related to road works. No funds were withheld. 



ELECTRIFICATION 



Balance unspentatbeginning of year 

7 870 584 


Currenl year receipls 

- 

14 860 000 

Conditions met - transferred to revenue 

(6 356 292) 

(6 989 416) 

Conditions stili to be met-transferred to liabilities (see note 5) 

1 514 292 

7 870 584 

This grant was used to lund the Nomponjwana electrification project No 
funds were withheld. 



LUMS 



Balance unspentat beginning of year 

70 998 

70 998 

Current year receipts 



Conditlons mel - transferred to revenue 

(70,998) 

- 

Gonditions still to be met-transferred to liabilities (see note 5) 

- 

70 998 

This grant is used for the Land Use Management System (roject No 
funds were withheld. 



MDPCB 



Balance unspent atbeginning ofyear 

111 522 

145 800 

Current year receipts 

- 

. 

Conditions met - transfen^d to revenue 

( 111 522) 

( 34 278) 

Conditions still to be met-transferred to liabilitles (see note 5) 

- 

111 522 


This grant is used to fijnd the Planning Shared service. No fundswere 
wlthheid. 
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MTHONJANENl MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

TOR THE YEAR ENDED 30 JUNE 2011 


2011 2010 

R R 


RECONCILIATION OF GOVERNMENT GRANTS AND SUBSIDES 
(Continued) 

15.8 DISCB 


Baiance unspent at beginning of year 

298 157 

348130 

Current year receipts 

- 

. 

Conditions met - transferred to revenue 

( 39 748) 

( 49 973) 

Conditons stiil to be met-transferred to liabSities (see nole 5) 

258 409 

298 157 

This grant is used to fund the Planning Shared Service. No funds were 
withheld. 



15.9 VALUATIONS 



Balance unspent at beginning of year 

. 

65 567 

Current year receipts 

. 

. 

CondiUons mel - transferred to revenue 

- 

( 65 567) 

Conditions stiil to be met-transferred to liabiirties (see note 5) 

- 

- 

This grant is used for the development of toe valuatton roll in terms of Ihe 
Property Rates Act. No funds were withheld. 



15.10 VALUATIONS 



Balance unspent at beginning of year 

. 

238 032 

Current year receipts 

. 

. 

Condftions met - transferred to revenue 

• 

( 238 932) 

Conditions stlll to be met-transferred to Habitities (see note 5} 

- 

■ 

This grant is used for the development of the valuation roll In terms of the 
Property Rates Act. No funds were withheld. 



16.11 MAP 



Balence unspent at beglnning of year 

248 194 

185 632 

Currentyearreceipts 

. 

400 000 

Condltions met - transferred to revenue 

( 197 215) 

( 337 338) 

CondltiOf\8 stll! to be met-transferred to liabllities (see note 5) 

50 979 

248 194 

The funding from this grant was used for various projects including the 
promulgatlon of bylaws, the performance management system and also 
for toe upgrading of IT systems. No funds were wrthheW. 



16.12 MIIP 



Balance unspent at beginning of year 

28 217 

26 217 

Current year recefpte 



Condittons met - transferred to revenue 

- 

- 

Conditions still to be met-transferred to liabllities (see note 5) 

26 217 

26 217 

This grant is used to fund Ihe Municipal Infrastructure Investment Plan 
project. No funds were withheld. This project has been comf^ted and 
the request to treasury to rotl overthe funds onfo otoerprojects has been 
sent. Approvai is stil! pending. 



15.13 REDS 



Balance unspenl at beginning of year 

17 301 

17 301 

Current year receipts 

- 

. 

Condifions met - transferred to revenue 

( 5 415) 

- 

Conditions sfill to be met-transfeired to liabiiities (see note 5) 

11886 

17 301 


This grant is being used to fund asset management processes vwth 
respect to electricity assets and infrastructure owned by the Council No 
funds were withheld. This project has been compieted and the requestto 
treasury to roll over the funds onto other projects has been sent. 

Approval is still pending 
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15. 


MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2011 


2011 2010 

R R 


RECONCILIATION OF GOVERNMENT GRANTS AND SUBSIDIES 
(Continued) 

15.14 INTERNAL CONTROL 


Baiance unspent at beginning ofyear 

- 

133 726 

Current year receipts 


. 

Conditions met - transferred to revenue 

- 

( 133 726) 

Conditions stiil to be met-transferred to iiabiiities (see nole 5) 

- 

. 

This grant is used to fund several specific programmes inchjding the 
human resource pian, newsfetters and the anti-corruptbn sbategy. No 
funds were wifhheld. 



15.15 HOUSINGPLAN 



Balance unspent at beginning of year 

. 

3 258 

Current year recefpts 

. 

. 

Condilions mef - transferred to revenue 

- 

( 3 258) 

Conditions still to be met-transferred to liabilities (see note 5) 

- 

. 

This grant is used to fund hosing deveiopment projects wfthHi the 
municipality. Nofunds were withheld. 



15.16 ALOE PRODUCTION 



Balance unspent at beginning of year 

35 339 

109 339 

CuiTent year receipts 


. 

Condittons met - fransferred to revenue 

• 

( 74 000) 

Conditons still to be met-Vansferred to iiabiiities (see note 5) 

35 339 

35 339 

This grant Is used to fund research and Investigattons into Aloe 
productton No funds were wHhheld. 



15.17 LIBRARY 



Balance unspent at beglnnlng ofyear 

35 306 

32 296 

Currentyear receipts 

96 000 

90 000 

Condltions met - transferred to revenue 

( 93 298) 

( 86 989) 

Conditions still to be met-transferred to liabliitles (see note 5) 

38 008 

35 306 

Thls grant Is used to fund salarles for cybercadet staff at Oie community 
library No funds were wlthheld. 



15.18 SPORT 



Balance unspentatbeginning ofyear 

679 678 

375 000 

Current year recelpts 

. 

913 600 

Conditions met - transferred to revenue 

( 198 164) 

( 606 822) 


481 514 

679 678 

CondrHons stHI to be met-transferred to liabilities (see note 5) 



This grant is being used to fund the buildlng of a regtonal sports fiekJ. No 
funds were withheld. 



15.19 CAPACITY 



Balance unspent at beginning of year 

214 249 

280 000 

Current year receipts 

- 

67 500 

Conditions met - transferred to revenue 

( 174 623) 

( 133 251) 

Conditions still to be met-transfeired to liabiiiUes (see note 5) 

39 626 

214 249 


This grant is being used to fund the Performarce Management System 
and the capacity buiiding of staff members. No funds were vwthheb. 
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15. RECONCILIATION OF GOVERNMENT GRANTS AND SUBSIDIES 

(Continued) 

15.20 TOURISM 


Balance unspentat beginning of year - 16 134 

Current year receipts 

Expenditure claimed in accordance with grant conditions - (16 134) 


16 . 


17. 


Conditions still to be met-transferred to iiabilities (see note 5) 

This grant is used by the local tourism association for tfier operational 
costs. No funds were withheld 

15.21 CLINIC 

Baiance unspent at faeginning ofyear 
Current year receipts 

Expenditure claimed in accordance with grant conditions 

Conditions s^ll to be met-transferred to liabilities (see note 5) 

This granf represents funding received from the Department of Health for 
the operation of the local clinic. No funds were withheld- 

EMPLOYEE RELATED costs 

Employee related costs - Saiaries and wages 
Employee related costs - Allowance 
Employee related costs • Pension contributions 
Employee related costs • Medicai akJ 
Employee related costs • UIF 
Empfoyee reiated costs • Performance bonuses 
Employee retated costs • Retirement benefHs 


Included In the employee reiated costs are the following; 

R$mun$ratton oftha Muntolpa' Manager 

Annual Remuneration 

CarAllowance 

Performance 8onus 

Total 

Ramuneratton of tha Chiaf Finance Offlcer 

Annual Remuneration 

Car Allowance 

Parformance Bonus 

Total 

RemunerBtton ofthe Dlrector of Corporate and Communlty Setvices 

Annual Remuneration 

CarAllowance 

Performance Bonus 

Total 

REMUNERATION OFCOUNCILLORS 

Mayor 

Deputy Mayor 

Exco Committee Member 

Speaker 

Councillors 

Councillors' pension contribuSons, medical aid and aHowances 
Total Counciliors' Remuneration 


- 

. 

882 994 

761 929 

( 882 994) 

( 761 929) 

- 

- 


11 316030 

9173 239 

140 496 

103 503 

942 764 

739 395 

440 479 

319 513 

86 537 

74 000 

238 325 

210 907 

750 929 

176 321 


13 916 560 10 796 878 


580 852 

523 349 

80 040 

SO 040 

85 291 

75 480 

746 183 

678 869 


490 893 

439 672 

102 000 

101 635 

76 517 

67 714 

669 410 

609 021 


496 893 

445 307 

96 000 

96 000 

76 517 

67 714 

669 410 

609 021 


207 805 

199 079 

154 719 

147 993 

158 563 

159 262 

168 337 

149 306 

741 989 

747 925 

914 637 

870 085 

2 346 050 

2 273 652 


In-kind Beneflts 

The Mayor, Deputy Mayor' Speaker and Committee Members are part- 
time. They are provided wilh an office and secretarial supportat ffie cost 
ofthe council 


26 


MTHONJANENI MUNICIPALrTY 
NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
"fOR THE YEAR ENDED 30 JUNE 2011 


2011 2010 

R R 


18. BULK PURCHASES 


Etectricity 8 863 079 6 953 961 


GENERAL EXPENSES 



Incfuded in general expenses is the following: - 

Administration charges 

600 000 

775 000 

Auditfees 

522 830 

520 828 

Conference & travelllng 

216 273 

224 789 

Finance ManagementGranl 

1 730 577 

847 698 

insurance 

180 723 

298 478 

MAP - Provinclal Management Assistance Programme 

178 859 

292 453 

Municipal development infrastructure grant 

39 749 

49 973 

Municipal systems improvement grant 

1 229 905 

1 860 397 

Postage & Telephone 

504 420 

371 102 

Rural Metro 

740 160 

. 

Sport & recreafcn grant 

198163 

608 822 

Valuation roll grant 

- 

304 500 

Ward projects 

( 930 821) 

1 420 400 

Otiner general expenses 

4 270 209 

2 978 042 

OTHER INCOME 

9 481 047 

10 552 482 

Included in other income is the foilowing: - 

Administration charges 

600000 

77S 000 

Libraryfines 

2 348 

2 677 

GRAP converslon • Recognitlon of newiy identified assets 

. 

336 297 

Sundry Income 

184169 

459 006 


786 517 

1 572 980 

FRUITLESS ANO WASTEFUL EXPENOITURE 



• 

IRREGULAR EXPENDITURE 

- 

. 


23. UNAUTHORISED EXPENOiTURE 

Oparating Expanses 


Buik Purchases 243 079 

Contributions to Provlslons 106 731 

Provision for Bad Debt 294 940 

Depreclatlon 445 820 

Employee related costs 53 560 


RefertoAppendixDI forfurtherdetails 

Capitai Expenses 

Electricity 
Land & Buildings 
Vehicles 

Equipment & Fumiture 

Refer to Appendix D2 for further details 

Council authority for all unautttorised expenditure was obtained on 6 
September2011. The 2010 overexpenditure was approved by Council on 
25 January 201 1 . 


78 961 
68 557 


5 768 629 

77 621 
274 993 
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24. CASH GENERATED FROM OPERATIONS 

Surplus for Ihe year 

Adjustment for : Non Cash Movements 

Prior year's sundry adjustment 
Depreciation : Property, Plantand equipment 
Contribution to retirement benefrt obligation 
Contribution to iong service awards iiability 
Property. Plant & Equipment loss on disposais 
investment income 

Operating suiplus before wori<ing capital changes: 

(Increase ) ! Decrease in inventories 

(increase ) ! Decrease in consumer debtors 

(increase) / Decrease in other debtors 

Increase / (Decrease) In conditional grants and receipts 

Increase / (Decrease) in creditors 

(Increase) I Decrease in VAT receivabie 

Cash generated from operations 

25. CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 


20 379 130 

19 188 242 

2 995 820 

1 968 855 

643 929 

11 321 

107 000 

165 000 

119 517 

- 

( 2 340 828) 

(2 122 527) 

21 904 568 

19 210 891 

49 539 

{ 78 064) 

( 610321) 

( 973 313) 

{ 425 955) 

34 387 

( 8 201 772) 

7 660 149 

(1319 498) 

1 052 584 

1 758 783 
1.3155.344 

( 1 690 094) 

25 216 540 



VAT inputs recetvable and VAT outputs payabie are shown in note 6. AM 
VAT returns have been submitted by the due date throughout tfre year. 
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26.4 PAYE and UIF 


Opening balance 
Current year payroli deductions 
Amount paid - current year 
Amount paid - previous years 

Balance unpald (included in creditors) 


26.5 Pension and Medical Atd Deductions 


Opening balance 

Current year payroll deduciions and Councrl 
Amount paid - cunent year 
Amount paid - previous years 

Balance unpaid (included in creditors) 


26.6 Councillor’s arrear consumer accounts 


The following Councillors had arrear accounts outstanding for more than 
90 days asat: 30 JUNE2011 

Outstanding more than 90 davs 

Councillor: Mrs. Jiyane 

Tofal Councillor Arrear Consumer Accounts 

26.7 Dis^lbutlon loasea 

Unlts lost (Kilowatts) 

Units iost (sales price per kilowatts • rands) 

Unlts lost (purchase price per kllowatts - rartds) 

Unlts lost (percentage) 

Although units per kilowatta were lost in distribution. the etectricity service 
experienced a surplus as follows : 

CAPITii^ COMMITMENTS 

Commifoients in respect of capltal expenditure: 

- Approved and contraoted for; 

Infrastructure 

Community 

- Approved but not yet contracted fon 

tnfrasbucture 

Community 

Ofoer 

Total 

This expendrture will be financed as follows; 

Grantfunded 
Council funded 
Extemal Loans 
Funding still lo be sourced 


2011 

R 

2010 

R 

2119607 

1 701 529 

(2119607) 

( 1 701 529) 

- 

. 

2 539 313 

2 006 969 

(2539 313) 

( 2 006 969) 

- 

■ 


15 347 

10 322 

15 347 

10 322 


1 964 085 

1 158 984 


1 611 184 

759 710 


513148 

230 392 

12.30% 

7,19% 

2 159 664 

2 603 807 


3 049 000 

- 

1 179 000 

1 870 000 


■ 

31 998 000 

15 666 000 

19 969 000 
11 492 000 
537 000 


5 000 000 
10 062 000 
604 000 



35 047 000 

15 666 000 

31 310 000 

3 737 000 

13 247 000 

2 419 000 

35 047 000 

15 666 000 


29 







MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FJNANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2011 


2011 2010 

R R 


28. CONTINGENT LIABILITIES 

No contingent liabilities were identified foryear endedSO June2011 wfor 
the year ended 30 June 2010 

29. CONTINGENT ASSETS 

No contingent assets were identified for the year ended 30 June 201 1 or 
forthe yearended 30 June 2010 

30. CORRECTION OF PRIOR VƁAR ERRORS AND CHANGE IN 
ACCOUNTING POLICY 

The change in accounting poiicy refers to the implemertlation of GeneraRy 
Recognised Accounting Practice; 

30.1 Fixed Assets 

From the start of 201 0, the municipality has changed fts accounting 
poiicies to now be folly GRAP compfiant in terms of the requirements of 
GRAP, the municipality was required to recognise investment properties. 

This adjustment has been applied retrospectively. 

Balances previously reported 

Property, Plant & Equipment 69 474 403 

Implementation of GRAP 

investmentProperties 2631 050 


Restated balance 8t30 June 2010 56 843 353 


31 . EVENTS AFTER THE REPORTING DATE 


No slgnlficant events were identified after the reportirtg dafo that requires 
disclosure in the financlal statements for the year ended 30 June 201 1 

32. COMPARISON WITH THE 8U0GET 


The comparison of the Munlclpality's actual financial performance with 
that budgeted is set out in Annexures D{1)and 0(2) and note 36 

The surplus for the year was lessor than the bu^et by R 781 985 

33. RELATED PARTIES 

The municipality did not have any related parties, or relatfid party 
transactions forfoe years ended 30 June 2011 and30 June 2010 

34. OPERATING LEASES AND COMMITMENTS 


The future mlnimum lease payments payable under operating ieases for 
the actual liability are as foilows: 


No iaterthan 1 year 

11 058 

11 058 

Later than 1 year and no iater Ihan 5 years 

13 905 

24 933 

Laterthan 5 years 

1 542 

1 572 

The future mlnimum lease payments receivable under operating teases 
for foe actuai receivables are as follows; 

26 505 

37 563 

No laterfoan 1 year 

24 401 

- 

Later than 1 year and no later than 5 years 

- 

- 

Later than 5 years 

- 

- 

__ 

24 401 

- 


Operating tease payments payable reiate to the hiring of vacant tand, 
buildings, advertising space and housing. 

Operating lease payments receivable relate to rentals forthe 
commonage, vacant land, buildings, adveilising space and housing. 

Mthonjaneni Munlcipality has take'n advantage of the transibonal 
provisions permitted by foe Accounting Standards Board, h terms of 
Directive 4 issued in March 2009, with respect to the measurement of 
leases as set out in paragraphs 55 to 60. 
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FINW^CIAL INSTRUMENTS 

Exposure to interest rate, credit risk and iiquidity risks arise in the rtormal course of the municipality's operabons. 

Flnancial Risk Manaaement 

The Municipality hasexposure to thefollowing risksfrom its use offinanciaO Instrumente 

- Liquidity rtsk 

- interest rate risk 

- Credit risk 

This note presents information aboutthe Municipality’s es^sure to each ofthe above ri^ andthe Municipality's 
objectives, policies and processes for measuring and managhig risks 

Further qualitative disciosures have been included in these fmarrci^ stefemente. 

The Accounting Officer has overall responsibility for the establishmenl and oversight of the Municipality's risk management 
framework. The Municipality's risk management poHcies are established to identify and analyse the risks feced by the 
Municipality, to set appropriate risk limits and controls and to monitor risks and adherence to imits. Risk management 
policies and systems are reviewed regularly to refiect changes to market conditions and the Munidpait/s activities 


The Municipality, through its training and management standards and procedures, aims to devetop a disciprmed and 
constructive environment in which all empioyees understand their rotes and obligatlons 


Categories of Financiai Instrumenis 


Financial Assets : 

Investments and receivables 
Investments 

Cash and cash equivalents 
Cortsumer debtors 
Oiher debtors 


30 040 000 
4 670 148 
3 702 460 
867 773 


30 040 000 
8 810 681 
3 092139 
441 818 


Flnancial Liabilities 
Liabllltles and creditors 
Creditors 


2121 966 3 441 464 


All of the above financlaf instruments represent assets and liabilities that are to be realised withto the next 6 months and as 
such the carrying amount equates to the fair value. 


FIN^iJ^CIAL INSTRUMENTS (Contlnued) 

Llquldity Rtsk 

Liquidity risk is Ihe risk that the municipality will encounler to raising funds to cover future commitments. The municipality 
manages liquidity rlsk through an ongoing review of future commilments af>d credit facilities. Cash flow forecasis are 
prepared and monitorad. The foliowing are the confractual maturities of financiat liabilities 


Contractual cash 

Canying Amount flows 

{i2montos or less) 


30 June 2011 

Creditors 2121966 2121 966 

30June2010 

CredHors 3 441 464 3 441 464 


Interest rate risk 

The municipality's policy isto manage interestrate risk so that fluctuattons in variable rates do nothavea material impact 
on the surplus for the year. The municipality currerrtty does not have any kmg-term debt exposure. 

The municipatity's income and operating cash are subslantially irKlependent of changes in market rates. The municipaiSty 
holds interest bearing assets with various financiai instituttons. 
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Credit nsk 

Credit risk consists mainly of cash deposits, cash equivaients and trade debtors. The municlpai^ only deposits with major 
banks witfi high quality credit standing and limits exposure fo any one counter-parfy. Trade receivables comprise a 
widespread customer base. The municipality has nocontroiovertheapprDvaJof newcustomers who acquire properties in 
the designated municipal area and consequentty tecurrates, ^ctricilyand reftise debts. 

The municipality limits this risk exposure in the foliowmg ways, in addttion to its normai credit control and debt management 
procedures : 

-thraugh the application ofsectton118(3) ofthe Munic^i Systems Act (MSA), lAfrich permits the munfc^lity to refuse 
connection of services whilstany amount remains outstanding from a previousdebtoron the same property. 

- a newovmeris advised, priorto the issue of a revenue clearance certificate, that any debt remaining from toe previous 
owner wil! be transferred to the new owner, if the previous owner does not settle the outstanding amount. 

- through toe consolidation of rates and service accounts, thereby disconnecttog servfces tbrthe norv-paymentof any of the 
individual debts, in terms of section 1 02 of the MSA 


Consumer and olber debtors are indivldually evaluated annually at batarrce sheet date fbr impairment or dfecounting. 
The maximum credit and interestrisk exposure in respectof the refevant fmncia) instrument is as fbliows ; 

Financial Instrument 


Consumer debtors 

3 702 460 

3 092139 

Other debtors 

867 773 

441 818 

Cash and cash equivalents 

4 670148 

8 810 681 


The ageing of trade receivables at the reporting date was as fbflows : 


Consumer Oebtors 
Gross 


0-30 days 

969 719 

1 208 

31-120 days 

777 838 

882514 

More than120 days 

4163 423 

2 621 997 

Less : Provision fbr bad debts 

( 2 208 520) 

( 413 560) 

Net consumer debtors 

3 702 460 

3 092139 

Movement >n the provlsion for doubtful debts 

Balance atthe beglnning of the year 

413 580 

447 763 

Contributlon 

1 794 940 

. 

Bad debts written off 

. 

( 34183) 

Balance at the end of the year 

2 208 520 

413 680 

Movement in the provislon for leave 

Balance at the beginning of the year 

270 964 

209 183 

Contribution 

236 731 

198 557 

Beneflt payments 

f 94 355) 

( 136 776) 

Balance attoe end of the year 

RECONCiLIATION OF BUDGET SURPLUS/DEFICIT iN THE 
STATEMENT OF FINANCIAL PERFORMANCE 

413 340 

270 964 

Net surplus/deficit per the statement of ftnanciat performance 

Adjusted for: 

20 3T9 130 

19188 242 

Service charges 

( 364170) 

( 1 090 548) 

Govemment grant and subsidies 

5 044 726 

(1 132 682) 

Interest eamed - externai investments 

( 440 828) 

( 622 527) 

Property rates including penatftes imposed 

( 440 414) 

( 91 907) 

Rental of facilities and equipment 

( 64 859) 

89 361 

Fines 

( 8 6^) 

84 000 

Licences and permits 

( 522 305) 

( 526 813) 

Baiance of revenue 

( 54 917) 

( 665 680) 

Employee reiated costs 

53 560 

( 63 520) 

Remuneraton of councillors 

{ 143 950) 

( 93 672) 

Bad debts 

294 940 

( 150 000) 

Collection costs 

{ 26 653) 

( 33 195) 

Depreciation 

445 820 

( 131 145) 

Repairs and malntenance 

{ 605 821) 

( 680 210) 

Bulk purchases 

243 079 

78 961 

Contracted services 

( 119 946) 

( 51 006) 

Contributtons to provisions 

106 731 

68 557 

Capitilization ofPPE 

( 26 773 OCH)) 

(14 275 077) 

Balance ofexpendlture 

(2614318) 

(1 815216) 

Net (deficit) / surplus per approved budget 

(4611 885) 

(1 914 077) 


37. SUPPLY CHAIN MANAGEMENT DEVIATIONS 

Quarterly reports made to the Mayorforthe period 1 October2010 to 30 
June 201 1 are available on request. 
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